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FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Office  of  the  Legislative  Auditor  to  deter- 
mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
have  a  significant  financial  impact.  In  performing  the  audit  work,  the  audit  staff  uses  stand- 
ards set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an 
emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA) 
certificates. 

The  Single  Audit  Act  of  1984  and  OMB  Circular  A- 128  require  the  auditor  to  issue  certain 
financial,  internal  control,  and  compliance  reports  regarding  the  state's  federal  financial 
assistance  programs,  including  all  findings  of  noncompliance  and  questioned  costs.  This 
individual  agency  audit  report  is  not  intended  to  comply  with  the  Single  Audit  Act  of  1984 
or  OMB  Circular  A- 128  and  is  therefore  not  intended  for  distribution  to  federal  grantor 
agencies.  The  Office  of  the  Legislative  Auditor  issues  a  statewide  biennial  Single  Audit 
Report  which  complies  with  the  reporting  requirements  listed  above.  The  Single  Audit  Report 
for  the  two  fiscal  years  ended  June  30,  1991  has  been  issued.  Copies  of  the  Single  Audit 
Report  can  be  obtained  by  contacting: 

Office  of  the  Legislative  Auditor 

Room  135,  State  Capitol 

Helena,  MT  59620 
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Introduction 


Introduction 


We  performed  a  financial-compliance  audit  of  the  Department 
of  Public  Service  Regulation  for  the  two  fiscal  years  ended 
June  30,  1992.  The  objectives  of  the  audit  were  to: 

1.  Determine  if  the  department  complied  with  applicable  laws 
and  regulations. 

2.  If  necessary,  make  recommendations  for  improvement  in 
the  administrative  and  accounting  controls  of  the  depart- 
ment. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly  the  results  of  operations  for  the  two  fiscal  years 
ended  June  30,  1992. 

4.  Determine  implementation  status  of  prior  audit  recommen- 
dations. 


Background 


The  Department  of  Public  Service  Regulation  was  created  by  the 
Executive  Reorganization  Act  of  1971  and  operates  under  the 
direction  of  the  Public  Service  Commission.   The  commission 
consists  of  five  voting  members  who  are  elected  on  a  district 
basis  and  serve  a  term  of  four  years.   After  each  general  elec- 
tion, one  of  the  commissioners  is  elected  by  the  commission  to 
serve  as  chairman  for  the  two  years  until  the  ne.xt  general 
election. 


The  department  is  responsible  for  the  regulation  of  public  util- 
ities, motor  carriers,  railroads,  and  pipelines  within  the  state  and 
performs  safety  inspections  of  those  activities,  except  for  motor 
carriers.  The  department's  responsibility  is  to  assure  the  public 
receives  safe,  adequate,  and  economical  utility  and  transportation 
service  at  just  and  reasonable  rates. 

The  commission  chairman  serves  as  the  department  head.   The 
department  was  authorized  to  employ  42  full-time  equivalent 
(FTE)  personnel  in  fiscal  years  1990-91  and  1991-92.   The 
department  is  divided  into  the  following  four  divisions. 

1.      The  Utility  Division  exercises  general  control  over  public 
utilities,  including  rate  determination  and  safety  standards. 
The  division  has  14  FTE. 
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2.  The  Transportation  Division  exercises  general  supervisory 
control  over  the  activities  of  motor  carriers  and  railroads. 
The  division  has  15  FTE,  5  of  which  are  motor  carrier 
enforcement  officers  stationed  throughout  the  state. 

3.  The  Legal  Division  advises  the  commission  on  matters 
requiring  a  legal  interpretation  or  opinion  and  represents 
the  commission  in  legal  proceedings.   The  division  has  six 
FTE. 

4.  The  Centralized  Services  Division  performs  the  depart- 
ment's administrative  support  functions.   The  division  has 
seven  FTE. 

As  of  September  9,  1991  the  department  moved  from  office 
space  rented  from  the  Department  of  Transportation  to  office 
space  rented  from  a  private  source.  This  move  caused  an 
increase  of  approximately  $100,000  in  rent  each  year.   Also  as  a 
result  of  the  move  there  were  one  time  costs  of  $31,822  in  the 
equipment  category. 
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Prior  Audit  Recommendations 


Prior  Audit  Our  office  performed  an  audit  of  the  department  for  the  two 

Recommendations  fiscal  years  ended  June  30,  1990.   The  prior  audit  contained  five 

recommendations  of  which  three  were  implemented  and  two  are 
in  the  process  of  being  implemented.   The  two  recommendations 
which  are  in  the  process  of  being  implemented  deal  with  the 
department  seeking  legislation  to  exempt  the  setting  of  natural 
gas  and  electrical  standards  from  the  requirements  of  the  Mon- 
tana Administrative  Procedure  Act  and  seeking  budget  authority 
to  account  for  reimbursable  travel  expenditures  in  the  General 
Fund. 
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Independent  Auditor's  Report 
&  Agency  Financial  Schedules 
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Summary  of  Independent  Auditor's  Report 


Summaiy  of  Indepen-  The  independent  auditor's  report  is  intended  to  convey  to  the 

dent  Auditor's  Report  reader  of  the  financial  schedules  the  degree  of  reliance  that  can 

be  placed  on  the  amounts  presented.  The  financial  schedules  are 
prepared  from  Statewide  Budgeting  and  Accounting  System 
without  adjustments.  The  reader  may  rely  on  the  fairness  of  the 
amounts  on  the  schedules  presented  on  pages  A-4  through  A-8 
when  analyzing  the  financial  activity  of  the  Department  of 
Public  Service  Regulation. 
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EGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

EGAL  COUNSEL: 

JOHNW.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


TNOFPENPFNT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department 
of  Public  Service  Regulation  for  each  of  the  two  fiscal  years  ending  June  30,  1991 
and  1992,  as  shown  on  pages  A-4  through  A-8.  The  information  contained  in 
these  financial  schedules  is  the  responsibility  of  the  department's  management. 
Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on 

our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.   Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  schedules  are  free  of  material 
misstatement.   An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  man- 
agement, as  well  as  evaluating  the  overall  financial  schedule  presentation.   We 
believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  compre- 
hensive basis  of  accounting  other  than  generally  accepted  accounting  principles. 
These  schedules  are  not  intended  to  be  a  complete  presentation  and  disclosure  of 
the  department's  assets,  liabilities,  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in 
all  material  respects,  the  results  of  operations  and  changes  in  fund  balances  of  the 
Department  of  Public  Service  Regulation  for  the  years  ending  June  30,  1991  and 
1992,  respectively,  in  conformity  with  the  basis  of  accounting  described  in  note  1. 


Respectfully  submitted, 

Jn&y 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


November  4,  1992 
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DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1992 


FUND  BALANCE:  July  1,  1990 

ADDITIONS: 

Fiscal  Year  1990-91 
Budgeted  Revenue 

Prior  Year  Expenditure  Adjustments 
Support  From  State  of  Montana 
Prior  Year  Revenue  Adjustments 

Fiscal  Year  1991-92 
Budgeted  Revenue 
Direct  Entries  to  Fund  Balance 
Support  From  State  of  Montana 
Total  Additions 

REDUCTIONS : 

Fiscal  Year  1990-91 
Budgeted  Expenditures 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1991-92 
Budgeted  Expenditures 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 
Total  Reductions 

FUND  BALANCE:  June  30,  1992 


Special  Internal 

General    Revenue  Service 
Fund       Funds      Funds 

0   $   451  $  5.000 


$1,420,636   $21,294   $  7,714 
1,302  2 

386,879 

239 


1,501,887  24,680  19,379 
1,545 

589.109  

3.901.358  46.213  27.095 


1,807,975    21,378     7,714 
842  2 

239 


2,091,853  24,680  19,379 

688  356 

65    

3.901.358  46.718  27.095 

$        0  $    (54)  $  5.000 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting 
System.   Additional  information  is  provided  in  the  notes  to  the  finan- 
cial schedules  beginning  on  page  A-7. 
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DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION 

SCHEDULE  OF  BUDGETED  REVENUE  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1992 


Federal 

Licenses 

Charges 

Indirect 

and 

for 

Fines  & 

Cost 

Permits 

Services 

Forfeits 

Recoveries 

Federal 

Total 

Fiscal  Year  1991-92 

GENERAL  FUND 
Estimated  Revenue    $1,400,000 
Actual  Revenue        1 .469.013 
Collections  Over 

(Under)  Estimate    $   69.013 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$  34,400 
32.874 


$  19,397 
19,379 


$  100 

0 


$1 

1 

,434,500 
.501,887 

$26,337 
24.417 

$ 

= 

$ 

67.387 

$  400 
263 

26,737 
24.680 

$(137) 

$(1,920) 

$ 

(2.057: 

$ 

19,397 
19.379 

$_ 

118 

Fiscal  Year  1990-91 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$1,500,000 
1.382.824 


$  34,400 
37.812 


$  (117.176)  $  3.412 


$  20,000 
7.714 


100 
0 


$1,534,500 
1.420.636 


$_ 

(113.864) 

$  400 
272 

$25,518 
21.022 

$ 

25,918 
21.294 

$(128) 

$(4,496) 

$ 

(4.624) 

$ 

20,000 
7.714 

$^ 

(12.286) 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-7. 
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DEPARTMENT  OF  PUBT.IC  SERVICE  REGULATION 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  Fimn 

BUDGET  AND  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  199? 


Public  Service  Regulation  Pro^rani 
FY  1991-92         FY  1990-91 


PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


$1,312,691 

286.462 

1.599.153 


74,836 
26,511 
95,781 
71,391 

139,077 
21,375 
30.034 

459.005 


71 
6, 

,219 
,535 

77. 

,754 

$2,135. 

912 

$2,180,104 

2.091.853 

$   88.251 


26,337 
24.680 


1.657 


19,397 
19.379 


$1,208,852 
253.625 

1.462.477 


113,357 
20,952 
65,877 
76,299 
38,231 
17,276 
20.868 

352.860 


19,565 

2.165 

21.730 

$1.837.067 


$1,875,791 

1.807.975 

$    67.816 


25,518 

21.378 

4.140 


$    20,000 

7.714 

$    12.286 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  beginning  on  page  A- 7. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1991 


Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  Department  of  Public  Service  Regulation  uses  the  modified 
accrual  basis  of  accounting,  as  defined  by  state  accounting 
policy,  for  its  Governmental  Funds.   In  applying  the  modified 
accrual  basis,  the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

The  department  uses  accrual  basis  accounting  for  Proprietary 
Funds.   Under  the  accrual  basis,  as  defined  by  state  accounting 
policy,  the  department  records  revenues  in  the  accounting  period 
earned  if  measurable  and  records  expenses  in  the  period 
incurred,  if  measurable. 

Expenditures  and  expenses  may  include:  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end.  State  accounting  policy  also  requires  the  department  to 
record  the  cost  of  employees'  annual  leave  and  sick  leave  when 
used  or  paid. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustment.   Accounts  are  organized  in  funds  according 
to  state  law.   The  department  uses  the  following  funds: 


Governmental  Funds 


General  Fund  -  to  account  for  ail  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
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Proprietary  Funds 


Notes  to  the  Financial  Schedules 


purposes.   Department  Special  Revenue  Funds  include  the 
federally  funded  Natural  Gas  Safety  Program. 


Internal  Service  Fund  -  to  account  for  providing  goods  or 
services  to  other  agencies  or  departments  on  a  cost-reim- 
bursement basis.   Department  Internal  Service  Funds  include 
Public  Service  Commission  reimbursement  for  audits  of  utilities. 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.  The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  are  not  reflected  in  accompanying  financial  schedules.   In 
the  Proprietary  Funds,  the  increase  in  annual  and  25  percent  of 
the  increase  in  sick  leave  are  recognized  as  nonbudgeted 
expenses  when  the  related  liability  is  recorded  at  year-end.   The 
department  absorbs  expenditures  for  termination  pay  in  its 
annual  operational  costs.   At  June  30,  1992  the  department  had  a 
liability  of  $161,586. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropria- 
tion limits.  Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 
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Agency  Response 
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PUBLIC  SERVICE  COMMISSION 


1701  Prospect  Avenue  •  Helena,  Montana  59620-2601 
Telephone:  (406)444-6199 
FAX#:  (406)444-7618 


Danny  Oberg,  Chairman 

Wallace  W.  "Wally"  Mercer,  Vice  Chairman 

Bob  Anderson 

John  Driscoll 

Ted  C.  Macy 


December  3,  1992 


Lixr 

I  i 

f  1  ; 


'T'^; 


Chuck  Jensen,  Senior  Auditor 
Office  of  Legislative  Auditor 
State  Capitol 
Helena,  Montana   59620 

Dear  Mr.  Jensen: 

The  Public  Service  Cominission  V70uld  like  to  extend  it's  grati- 
tude for  the  financial-compliance  audit  recently  completed  for 
the  two  fiscal  years  ended  June  30,  1992. 

You  and  your  staff  performed  your  duties  with  much  diligence, 
professionalism  and  courtesy.  I  am  sure  that,  in  part,  the 
results  of  this  agency's  review  can  be  attributed  to  the  rap- 
port you  and  your  staff  shared  with  the  Commission  personnel. 

The  Commissioners  and  staff  are  sincerely  delighted  that  your 
report  shows  this  agency  performing  at  such  high  levels  of 
accountability  and  accuracy.  We  thank  you  for  your  attention 
to  detail. 


/ 


Sincerely, 

Danny  Oberg,  Chairman 

Montana  Public  Service  Commission 
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Consumer  Complaints  (406)  444-6150 
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